Today the Norwegian cpi is computed from monthly data for 900 representative goods and services from approximately 2,200 firms. Once a year the representative goods and services are revised. The sample of firms is rotated so that a firm is included for a maximum of six years (72 months).
B. Heterogeneity Figure B1 shows the distribution of the frequency of price adjustments f i . The distribution is skewed to the right with a mean and median frequency of 21.9 and 14.3 percent (as reported in Table 1) . Table B1 reports average frequencies and duration estimates for the high-and low-inflation periods for twelve coicop divisions. 19 The mean duration varies between 3.8 months for 1 Food and beverages in the high inflation period and 39.6 months for 12 Miscellaneous goods and services in the low inflation period.
The frequency of price changes is higher in the high-inflation period than in the low-inflation period for all coicop divisions except for 3 Clothing and footwear, 8 Communication, and 9 Recreation and culture. For all categories the frequency of 19 coicop is an acronym for Classification of Individual Consumption According to Purpose. Each product is classified at the five-digit coicop level (see United Nations, 2000) . Note: n is the number of observations, f + is the rate of price increases, f − is the rate of price decreases, and D is the mean implied duration.
price increases is higher in the high-inflation period, in particular for 11 Restaurants and hotels and 1 Food. In contrast the frequency of price decreases is higher in the low-inflation period for all categories but 1 Food, 10 Education, and 11 Restaurants and hotels. In particular the frequency of price decreases was thrice as high for 4 Housing and fuels and 8 Communication products, and almost twice as high in the low-inflation period for 3 Clothing and footwear. The coicop system also classify the products as non-durable goods, semidurable goods, durable goods, and services. 20 The bottom panel of Table B1 shows that the frequency of price increases are higher in the high-inflation period and that the frequency of price decreases is higher in the low-inflation period for all types of goods. The net effect is that duration is more than one month higher for durables and non-durables in the low-inflation period. For services the mean duration is 25.6 months in the low-inflation period compared to 10.6 months in the high-inflation period.
There are substantial differences between the coicop divisions also regarding the size of price changes, see Table B2 . For example when inflation is low, the mean sizes of the price increases and decreases vary from 44.2 and -29.5 percent for 3 Clothing and footwear to 4.4 and -4.0 percent for 7 Transport. For all coicop divisions the absolute size of price decreases were higher in the low-inflation, particularly for 10 Education and 11 Restaurants and hotels. Price increases were also higher in the low-inflation period for all coicop divisions but for 7 Transport and 10 Education.
In the bottom panel for the main categories we see that the absolute size of price increases are larger in the low-inflation period than in the high-inflation period in particular for Services and for the absolute size of price decreases for Semi-durables. The latter category change prices by the largest amounts.
There is also a lot of variation in the size of price changes within each category. Figure B2 shows histograms of individual non-zero price changes for each coicop division. All histograms are single peaked, but the degree of kurtosis (peakedness) differs. Table B3 and B4 report estimates for the main components of the Harmonized Index of Consumer Prices (hicp): energy, unprocessed food, processed food, nonenergy industrial goods, and services. Although there are big differences between types of products, they share the features that the frequency of price changes is higher in the high-inflation period than in the low-inflation period and that the absolute size of price changes is higher when inflation is low. Table B5 reports frequency and size statistics for the less aggregated coicop groups and classes for the whole period. Vegetables, fruit and petrol are examples of products with frequent price changes, while various services experience less frequent price changes. 1975-1989 1990-2004 1975-1989 1990-2004 1 Food and non-alcoholic beverages 11.5 13.6 −10.6 −11.9 2 Alcoholic beverages, tobacco and narcotics 4.5 6.0 −3.6 −6.1 Table B4 -The mean absolute size of price increases and decreases by hicp types of goods. hicp 1975-1989 1990-2004 1975-1989 1990-2004 coicop Group/Class n f f + D dp + dp − 10.1 -9.1 Table B5 continues on next page. Table B5 continued.
Increases Decreases
coicop Group/Class n f f + D dp + dp − 13.3 -2.0 Table B5 continues on next page. Table B5 continued.
coicop Group/Class n f f + D dp + dp − 18.6 -15.8 Table B5 continues on next page. Table B5 continued.
coicop Group/Class n f f + D dp + dp − Figure B3 shows the cross-sectional variation in f + it , f − it , dp + it and dp − it over time. Figure B4 shows a strong positive correlation between the average size of price increases and decreases for each product, a relationship that was also detected in the euro area (see Dhyne et al., 2006, Figure 2) . The correlation coefficient between the size of price increases and decreases is .65. Figure B5 shows a weak, albeit significant, tendency that products for which prices increase more often, adjust by a smaller size, thus indicating that the size of price increases may be positively related to duration. The correlation coefficient between the (log) frequency of price increases and the (log) size of price increases is -.36. There is not any similar relationship between the frequency and size of price decreases.
To help understand the increase in the mean size of price changes over time as shown in Figure 4 , Figure B6 plots the histograms of the average size of price Figure B4 . The size of price increases by product, dp + i , plotted on the vertical axis against the absolute size of price decreases by product, dp Figure B6 . Histograms of average price decreases (dp − i ) and increases (dp decreases dp − i and increases dp + i for the high-inflation and low-inflation periods. Note that for each period there are two histograms, one for the mean price decreases dp − i (in red) and one for the mean price increases dp + i (in blue). The fraction of smaller mean price changes (below 5 percent in absolute value) are about the same for both periods. The fraction of price changes between 5 and 10 percent (in absolute value) is smaller for both decreases and increases in the low inflation period, while the fraction of price changes between 10 and 15 percent is larger. Also the far tails of the distributions are fatter, especially for price increases. Gcpi delta Figure C1 . The aggregation error ∆t and cpi inflation. Percent.
D. Detailed decomposition analyses
To further explore the effect of variation in the frequencies and sizes of price adjustments I compute four conditional estimates of cpi inflation allowing only one component to vary over time while holding the other three components constant at their product-specific means. For example,π t (f + it |f − i , dp − i , dp + i ) is the predicted inflation rate when only the frequency of price increases f + it varies as observed, when the other three components f − i , dp − i , and dp + i are held constant at their means.
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For example,π t (f + it |f − i , dp − i , dp + i ) is the predicted inflation rate when only the frequency of price increases f + it varies as observed, when the other three components f − i , dp − i , and dp + i are held constant at their means. Figure D1 displays these four predicted series. We see that the decline in the frequency of price increases (depicted in the top left panel), the increase in the frequency of price decreases (on the bottom left), and the increased absolute magnitude of price decreases (in the bottom right) all contributed to the downward trend in the inflation rate. The correlation coefficient between π t andπ t (f + it |•) is the highest of .90, while corr(π t ,π t (f − it |•) = 0.79 and corr(π t ,π t (dp − it |•) = 0.73. The variation in the size of the price increases contributes significantly to a counterfactual positive trend in the inflation rate (top right) with a correlation coefficient between π t and π t (dp + | * ) of -.51. The contribution to inflation from the size of price increases is thus opposite to the contribution from the size of price decreases. The effect on inflation from the size of price decreases is thus canceled out by a stronger opposite effect from the size of price increases as seen in the right panel of Figure 6 . The short-run variability in the frequency of price increases is important for estimating the short-run variability in inflation, as corr(∆π, ∆π t | f + ) =.58. Figure D2 compares how price decreases (depicted on the left hand panel) and price increases (depicted on the right) contribute to inflation. The graph shows Similarly, I compute the separate contributions from price increases and decreases, byπ t | P OS = i ω it f + it dp + it + f − i dp − i , andπ t | N EG = i ω it f + i dp + i + f − it dp − it . Time variation in price increases and decreases both contributed to the variation
